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As rolled steel is the raw material of many fundamental
industries, such as railways, engineering industries, ship-
building, etc., the Fiscal Commission of 1921-22 recommended
that the best way of assisting a basic industry like the Steel
Industry was by a bounty rather than by import duties.1 Since
there has been only one firm manufacturing steel in India,
and sinee the output so far has been comparatively small, the
bounty method, over and above being obviously a cheaper
method of protection, would also have been simple in adminis-
tration. In fact, on account of its economy and simplicity,
the bounty method has been partially tried in India in the case
of rolled steel. Thus, under the Act of 1924, due to the fact
that the Tata Iron and Steel Company had entered into long-
period contracts with the Railway Administrations for the
supply of rails at much less than cost prices, protection for
rails was given by means of a bounty. Similarly, in granting
the supplementary protection of 1924 and 1925, the Govern-
ment of India preferred the bounty method to additional import
duties on the ground that a bounty was much less expensive
to the taxpayer than import duties. In spite of these known
and admitted advantages of bounties over import duties, we
find that the Tariff Board in both the Reports of 1924 and 1926
summarily dismissed the bounty method as impracticable on
account of the financial position of the Government of India.3
This objection to the bounty method is exceedingly vague,
misleading, and far from decisive. If the bounty method is
preferable on the ground of cheapness to the general taxpayer,
its adoption means no greater difficulty than some alteration
in the taxational system of the country so as to replace pro-
tective import duties by other, preferably direct, taxes as a
source of revenue. Furthermore, we have to notice that the
imposition of protective import duties on rolled steel also
automatically involved the imposition of compensating duties
on fabricated steel, and this in its turn led to the extension of
1 Report of the Indian Fiscal Commission, p. 60.
3 Report of the Tariff Board, Statutory Enquiry (1936), Vol. I, p. 52.